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Table 1 -- Physical Collocation Prices Proposed
by Southwestern Bell

CENTRAL OFFICE Sa.FT. DEec. 1996 FeB. 1997

Fort Worth -- Crestview 100

Non-Recurring $220,317 $250,438

Recurring $1,004/mo $1,407/mo
San Antonio -- Diamond 100

Non-Recurring $169,542 $187,431

Recurring $633/mo $1,293/mo
Houston -- Clay 100

Non-Recurring $149,115 $186,093

Recurring $872/mo $1,375/mo
Austin -- Tennyson 100

Non-Recurring $273,331 $234 427

Recurring $985/mo $1,490/mo

Simply put, the collocation prices proposed by Southwestern Bell are exorbitant, and
MAN does not believe that Southwestern Bell has established (or can establish) that they
are cost-based or in conformance with the Texas Commission’s Arbitration Award. They
also illustrate that the regulatory process available to competitors who are forced to pay
Southwestern Bell's physical collocation charges is woefully inadequate to control
Southwestern Bell's pricing practices. MAN is forced to either pay the exorbitant charges,
or not compete as planned in the Texas local exchange market while it seeks relief before
state and federal regulators. Even though the Texas Commission has previously found that
Southwestern Bell's physical collocation charges are “extremely high,” MAN has asked the
Texas Commission to again arbitrate Southwestern Bell's physical collocation prices, but
~ cannot expect a decision until the Summer of 1997.

Southwestern Bell's allegedly cost-based collocation prices are substantially higher
than the collocation charges of other local exchange carriers. In Dallas, for example, MAN
negotiated an interconnection agreement with GTE that specified collocation charges of
$96,496 for space comparable to the collocation space sought in Southwestern Bell central
offices. That price is about half the price quoted by Southwestern Bell. MAN believes that
Southwestern Bell's collocation prices in Texas are as much as three to six times higher
than comparable charges for physical collocation offered by other carriers throughout the
United States. MAN also believes that Southwestern Bell's collocation prices in Texas have
varied substantially. In 1993, physical collocation charges for Southwestern Bell's central

offices in Texas were roughly 1/6th of the level that Southwestern Bell now proposes for
collocation.
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The collocation prices proposed by Southwestern Bell are not based on an average
of the collocation prices offered to TCG by Pacific Telesis, Bell Atlantic and NYNEX as
required in the Arbitration Award. The proposed prices are not based on a TELRIC study.
MAN understands the prices to be based on Pacific Telesis’ tariffed collocation charges
because Southwestern Bell asserts that Bell Atlantic and NYNEX's collocation charges are
proprietary.2 in the Arbitration Award, the Texas Commission observed that Southwestern
Bell's collocation charges “seem extremely high.” As an interim remedy, the Commission
ordered that Southwestern Bell develop rates based on an average of the coliocation
charges of Pacific Telesis, Bell Atlantic and NYNEX. When Southwestern Bell purports to
comply with that requirement, for MAN the result is collocation rates that are even higher
than the collocation charges that the arbitrators concluded were “extremely high.” The
Commission was obviously seeking a collocation methodology that would reduce
Southwestern Bell's collocation charges. Southwestern Bell has violated the spirit of that
requirement by applying the requirement to substantially increase its collocation charges.
For example, comparing the December 1996 prices with the February 1997 prices, MAN's
non-recurring charges increased as much as $30,000, and its recurring charges increased
as much as 104% (San Antonio), increases that seem to have absolutely no basis in costs.

Southwestern Bell's collocation prices are based on the projected costs quoted to it
from contractors whom it employs to make space suitable for physical collocation. Because
Southwestern Bell merely passes those costs along to its competitors who choose to
physically collocate in Southwestern Bell’s central offices, there is no economic incentive for
Southwestern Bell to seek out the lowest cost, most efficient contractors to perform its
physical collocation work. Indeed, because Southwestern Bell's collocating competitors are
paying the construction charges, one could argue that Southwestern Bell has an economic
incentive to inflate physical collocation costs and construction quotes.

Southwestern Bell's collocation charges include several additives that inflate the
price of collocation without regard to actual costs. Exhibit B shows a portion of the
worksheet for the December 1996 collocation price offered to MAN. In particular, in addition
to the general construction charges it shows that the common costs ($119,700) included an
11% additive for “General Conditions” ($7,984), a 4% additive for “Contractor’'s Overhead
~and Profits” ($3,089), a 8.25% additive for sales taxes ($7,174), a 12% additive for
“Consultant’'s Fees” ($11,200), a 5% additive for “Observation”, a 5% “Construction
Management Fee” ($4,800), and a 5% additive for “Southwestern Bell Engineering.” Thus,
the overhead loadings (excluding sales taxes) shown in Exhibit B in Southwestern Bell's
collocation price are 42%! Similar additives and overhead loadings are included in the
worksheets detailing specific costs. Obviously, these additives substantially increase the
price of collocation accommodations. MAN does not believe that these additives are in any
way related to the forward-looking economic costs of providing physical collocation. For

MAN does not understand how the collocation charges assessed by an incumbent carrier can be
proprietary since incumbent carriers are obligated to provide collocation on a non-discriminatory basis
under 47 U.S.C. §251(c){6) and incumbent carriers must extend any interconnection service to other
requesting carriers under 47 U.S.C. §252(i).
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example, if the actual construction costs of collocation in one office was $50,000 and
another was $30,000 due simply to differences in cabling, applying the percentage factors
as Southwestern Bell does would impose higher Management Fees, higher Consuitant
Fees, etc. irrespective of the underlying actual costs of such activities.

MAN’s remedy is to either submit to Southwestern Bell's exorbitant charges or put its

marketing plans and network deployment on hold until it receives relief from the Texas
Commission or the FCC.

2. Southwestern Bell’s Collocation Pricing Policies Unduly Burden the First
Collocator, and thus, Retards Facilities-Based Competition.

Southwestern Beli's unilaterally established collocation pricing policies distinguish
between common collocation costs and collocation costs that are specific to an individual
collocator. Common costs typically include the costs associated with upgrading a central
office to accommodate several collocators, such as the costs of building a room large
enough to accommodate four collocators or installing a power supply sufficient to provide
collocation services to six collocators. MAN understands that Southwestern Bell has
unilaterally decided that the first firm that requests physical collocation must pay all of the
common costs. If other firms subsequently collocate in an office, then the first collocator
would receive a “rebate” of a portion of the common costs it paid to Southwestern Bell.
Such a practice obviously discourages entry by facilities-based local exchange carriers who
need physical collocation to interconnect with unbundled network components by
substantially inflating the cost of physical coliocation for the first firm to seek collocation.

For example, Exhibit B shows some of the worksheets for collocation
accommodations offered to MAN by Southwestern Bell for collocation in the Fort Worth
(Crestview) central office. It shows that the common costs were $119,700 out of total non-
recurring costs of $220,317. Thus, about 54% of the charges Southwestern Bell is asking

MAN to pay for collocation in Fort Worth are to cover costs to upgrade facilities that would
benefit other collocators in addition to MAN.

MAN also believes that Southwestern Bell's policy is inconsistent with common
marketing practices of the telecommunications industry. For example, when telephone
service is extended to a sub-division, development or to a specific group of customers, the
first customer that orders service is not required to bear 100% of the common costs
associated with offering the new service. Rather, firms project the demand for their service
and recover common costs over the projected demand; they do not collect 100% of the
common costs from the first customer that orders service. Southwestern Bell's practice is
like asking the first customer who orders Caller ID to pay 100% of the network upgrade
costs subject to a refund if anyone else orders Caller ID.

Also, when competition was introduced into long distance markets, most local
carriers responded to the need to interconnect carriers by installing access tandems and
developing access charges. Southwestern Bell's practice of assessing 100% of the



Mr. Donald J. Russell
March 5, 1997
Page 7

common costs to the new entrant is like charging the first competitive long distance carrier
(i.e., MCI) 100% of the costs of equal access and access tandems. Such a practice would
hardly be conducive to the development of competition.

Southwestern Bell argues that its practices are justified because physical collocation
is not a service for which it receives any profits. Given that the prices for physical

collocation quoted to MAN had embedded overheads of 42%, it is hard to take this
reasoning seriously.

In discussions with Southwestern Bell, MAN understands that Southwestern Bell has
considered this issue at its corporate officer level and has made an explicit policy decision
that this is the structure of collocation charges it believes is appropriate. MAN believes that
this policy has a chilling effect on competition contrary to the pro-competition policies of
Telecommunications Act. MAN's choice is to either submit to Southwestern Bell's
exorbitant charges or put its marketing plans and network deployment on hold until it
receives relief from the Texas Commission or the FCC.

3. Southwestern Bell’s Collocation Prices and Pricing Practices are Inconsistent
with the Requirements of the Telecommunications Act

Southwestern Bell has a statutory obligation to provide physical collocation. Section
251(c)(2) of the Telecommunications Act requires incumbent local exchange carriers to
provide interconnection with their network “for the facilities and equipment of any requesting
telecommunications carrier . . .."¥ Section 251(c)(6) of the Telecommunications Act
imposes upon incumbent carriers “the duty to provide, on rates, terms, and conditions that
are just, reasonable, and nondiscriminatory, for physical collocation of equipment necessary
for interconnection or access to unbundled network elements at the premises of the local
exchange carrier, except that the carrier may provide for virtual collocation if the local
exchange carrier demonstrates to the State commission that physical collocation is not
practical for technical reasons or because of space limitations."

In its Interconnection Order, in interpreting what constitutes just, reasonable and
~nondiscriminatory rates, the FCC required that the price of interconnection, access to

unbundied network elements and collocation accommodations be based on forward-looking,
economic costs.

Adopting a pricing methodology based on forward-looking, economic costs
best replicates, to the extent possible, the conditions of a competitive market.
in addition, a forward-looking cost methodology reduces the ability of an
incumbent LEC to engage in anti-competitive behavior. Congress recognized
in the 1996 Act that access to the incumbent LECs’ bottleneck facilities is

47 U.S.C. § 251 (c)(2).

47 U.S.C. § 251 (c)(6) (emphasis added).
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critical to make meaningful competition possible. As a result of the availability
to competitors of the incumbent LEC's unbundled elements at their economic
cost, consumers will be able to reap the benefits of the incumbent LECs’
economies of scale and scope, as well as the benefits of competition.
Because a pricing methocology based on forward-looking costs simulates the
conditions in a competitive marketplace, it allows the requesting carrier to

produce efficiently and to compete effectively, which should drive retail prices
to their competitive levels. ...

We note that incumbent LECs have greater access to the cost information
necessary to calculate the incremental cost of the unbundled network
elements of the network. Given this asymmetric access to cost data, we find
that incumbent LECs must prove to the state commission the nature and
magnitude of any forward-looking cost that it seeks to recover in the prices of
interconnection and unbundled network elements.&

In its arbitration award, the Texas Commission established interim collocation rates to
remain in effect until a forward-looking economic cost study is submitted and approved by
the Commission.Z Thus, the Texas Commission has embraced the FCC's requirement that
collocation charges be based on an estimate of forward-looking economic costs.
Southwestern Bell ignored both the FCC and the Texas Commission and set exorbitant
prices for collocation that are virtually unrelated to costs or the just, reasonable, non-
discriminatory standard of the Telecommunications Act. Certainly, requiring the first
collocator to pay 100% of the common costs while subsequent collocators are liable for

lesser portions cannot be considered “non-discriminatory” irrespective of the unilaterally set,
exorbitant level of Southwestern Bell's charges.

MAN's choice is to either submit to Southwestern Bell's exorbitant charges or put its

marketing plans and network deployment on hold until it can seek relief from the Texas
Commission or the FCC.

4. Southwestern Bell's Collocation Tariffs Are Limited to Three Parties

in its Arbitration Award, the Texas Commission ordered Southwestern Bell to file
interim and permanent collocation tariffs. The Commission was obviously concerned that
Southwestern Bell's collocation charges were excessive relative to the charges of other
incumbent carriers. In spite of the Commission’s admonitions and efforts to reduce

Southwestern Bell’s collocation charges, as described above, Southwestern Bell’s interim
charges are still excessive.

12

In the Matter of Implementation of the Local Competition Provisions in the Telecommunications Act of 1996,
FCC Docket No. 96-98, at {1 679-680 (rel. August 8, 1996) (“Interconnection Order”).

Arbitration Award at §] 93.
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On February 18, Southwestern Bell filed its physical collocation tariff with the

Texas Commission. (MAN has filed a protest of the tariff.) Two problematic aspects of
the tariff are worth mentioning:

> Southwestern Bell limited the tariff to just the petitioners who complained about
physical collocation in the arbitration. Effectively, that limits the tariff to AT&T,
MCl and TCG. Presumably, others are not allowed to buy from the tariff and
would have to negotiate collocation arrangements with Southwestern Bell.

> In its tariff, Southwestern Bell also classifies central offices as “suitable” or “non-
suitable” for physical collocation. Collocators in offices that are classified as
“suitable” pay charges specified in the tariff. Collocators in offices that are
classified as “non-suitable” must negotiate collocation charges. Only the
Crestview office is classified as “suitable.” As a practical consequence,
collocators who wish to collocate in non-suitable offices must negotiate with
Southwestern Bell and experience significant delays as Southwestern Bell
prepares its various price quotes.

in short, while MAN’s arbitration request and consideration of Southwestern Bell's
collocation tariffs are underway in Texas, at best, resolution is still several months

away. Thus, the regulatory process has not proven terribly effective in addressing the
unilateral actions of a carrier that controls essential facilities.

5. Other Potential New Entrants Have Experienced Similar Anti-Competitive
Behavior From Other RBOCs

In its December 16, 1996 letter to the Department, the Telecommunications
Resellers Association (TRA) expressed concern that “. . . BOCs have sought to hinder
competitive entry and operations through a variety of stratagems. For example, the
BOCs have sought to use inflated non-recurring charges to undermine the competitive
viability of new market entrants.”® TRA provided the Department with the following
“ examples of BOCs abuse of power to hinder competition:

. Ameritech-lilinois sought to impose a non-recurring charge of $40,000 for the
first 100 square feet of floor space and a separate non-recurring charge of
$15,000 for each additional 100 square feet used;

Letter from Telecommunications Resellers Association to Donald Russell, at 13 (December 16, 1996).
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. U S West Communications, Inc. quoted $100,000 for a simple equipment cage
and $160,000 for a walled enclosure £

Of course the egregious examples that TRA cites are $100,000 to $200,000 fower than
the collocation quotes MAN received from Southwestern Beli.

In light of the above, it is astonishing that Southwestern Bell purports to be
incapable of hindering competition or acting anti-competitively. In its letter to the
Department on December 13, 1996, Southwestern Bell portrayed itself as an
aggressive negotiator of interconnection agreements.'? Southwestern Bell is
aggressively preventing the execution of any interconnection agreement by offering
“take it or leave it" exorbitant prices which no competitor can afford, making entry into
the local market impossible. Southwestern Bell further claims that

SBC lacks the ability to cross-subsidize or discriminate against its
customer-competitors in any local exchange or long distance market.
That is because (a) SBC's prices and services are subject to plenary state
and federal regulations, (b) SBC has established a track record and a
course of dealings between with its customer-competitors that is devoid of
cross-subsidization and that establishes a non-discriminatory pricing and
service benchmark, and (c) even if it were to attempt to implement any
kind of discrimination that could possibly matter in the marketplace, SBC

is completely unable to avoid immediate detection and resulting
sanctions !

MAN's experience with Southwestern Bell in Texas is completely contrary to
Southwestern Bell's assertions to the Department. Southwestern Bell is clearly in a
position to discriminate against its customer-competitors and has done so with regard to
negotiating physical collocation prices, among other things. While Southwestern Bell
claims that its prices are subject to state and federal regulation, that has not prevented
it from forcing exorbitant physical collocation prices on MAN and developing a tariff that
" is discriminatory on its face (i.e., it only applies to three parties). Southwestern Bell's

“track record” demonstrates an ability and willingness to discriminate among
competitors.

e

id. at 14,

N
15§

Letter from SBC Telecommunications, Inc. to Donald J. Russell, at 2 (December 13, 1996).

—
=

la.
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cC:

In its letter to the Department, Southwestern Bell states that “no responsible
argument can be made that SBC will act anti-competitively once it obtains in-region
interLATA relief."2 Southwestern Bell's actions speak for themselves.

Please call me or Larry Kirkwood (972-753-4330, Vice President, MAN) if you
have any questions.

Larry Kirkwood

Janice lrving (TX PUC)
Ericka Kelsaw, Esq. (TX PUC)
Donna Nelson, Esqg. (TX PUC)
Kevin Zarling (TX PUC)

Respectfully submitted,

Yk S

Mark Sievers

Kathleen Greenan

SWIDLER & BERLIN, Chartered
3000 K Street, NW., Ste. 300
Washington, D.C. 20007

(202) 424-7500 (Tel.)

(202) 424-7657 (Fax)

Attorneys for METRO ACCESS
NETWORK, INC.

Paul D’Ari (Federal Communications Commission)

Dennis Eidson (Southwestern Bell)
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Letter Making Collocation Payments Under Protest
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2477 Gateway DOrrve . Irving, Texas 79063
Metro Access Networks, Inc.

December 3, 1996

Mr. Al Valeni

Soathwestern Bell

One Bell Plaza .
208 S Ackard, St 0525

Dallas, Texas 75202

Dear Al:

Please find enclosed the remaining payments requested by SWB from MAN for the completion of
physical collocate spaces in Dallas Teylor and San Antonio Capitol CO. Becanse of impending customer
doe dates requiring MAN to take immediate occrpancy of this space, MAN cannot wit until more
favorable rates are negotiated within the scope of owr ongoing interconnection mectings.

Please accept this letter an notification that MAN is malking the enclosed payments under protest and that
we believe the Telcom Act does not require a CLEC to besr a finsncial barden of this magnitde for
physical interconnection. Oyr position is that these payments are inconmstent with {merconnection
requirementy established by the Public Utility Commission of Texas in Dockets 16189,16196,16226,
16288, 16290. MAN understands that SWB hag been directed to file tariffs for physical isterconnections
such as those covered by the enclosed peymeats.

In summary , shouid MAN and SWB agree to more favorable interconnection rates for MAN or should
SWH be required to tariff its physical interconnection rates, MAN expects full reimbursement for any
amount paid above such rates.

phone 972-753-1900 fax 972-550-0936 toll free 800-FiberMAN web site http://www . man-network.com
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Excerpts from Collocation Worksheets




ZLEIZIT

CONSTRUCTION COST SUMMARY FOR PHYSICAL COLLOCATION

CUSTOMER:
LOCATION:
CASE NO:
ACNA:

CLL!:

CONSTRUCTION COSTS TO PROVIDE:
FOR PHYSICAL COLLOCATION IN:

METRO ACCESS NETWORKS
Ft Worth-Arington - Crestview

DL1029610
MAI
FTWOTXCRHA1

100 SQ.FT.CAGE
CRESTVIEW CENTRAL OFFICE

COMMON WORK S 119,700.00
SPECIFIC WORK S 15,200.00
COST OF EQUIPMENT S 84,517.00
COST OF PULLING CABLE $ 800.00
TOTAL UPFRONT PAYMENT $ 220,317.00
MONTHLY COST FOR EQUIPMENT $ 368.97
MONTHLY COST FOR CONDUIT S 270.00
{Condult cost/foots $0.18 X 1800 R In cable run)
COLLOCATOR SPACE MONTHLY RENTAL COST $ 366.00
(Cost/Asgn.8q.FL. = $i.68 X 100 3q. ft. cage)
TOTAL MONTHLY COST $ 1,004.97

INTERVAL EQUALS FOURTEEN (1 4.) WEEKS.

MAICSTCRXLS

11725/9809:38 AM Highly Sensaive Confidential

(W)

Page 1



NEW CCNSTRUCTION DETAILED ESTIMA Bl ISICA GOLLOCATION (COMMON COSTS)

CCLLOCATOR: Metro Accons Netowurks

ACNA; AL SF AEQ ‘o0 S ALOCR

ind
BLLDING NATE Fort worth CTvetview Camtrm Ofce
e W

CATE 111 Vo8 310G LOC. CO0E mesy RN ieRR (o050 6
Taonc 2800102 STREET. TR IGams
NS3S COORD.: Martis Richargsen PmONE: v UTy: TATAgIon
NSS PRCUECTIO. # OROER ¢ WEISWS — STATE X poi ~gTTETTYY
Oescription of COMMON COSTS: [Quantty (Unds _ [$Una [10C (10X (X R N FY 2 S iToal PO, ]
‘Generat: 1 I 1
"ZLst Partoon Cln § 2000 [ 400 | 400 | !
Remove Caing <t $ 2.0 . | .« |
Remove Wil 20le 9 200 400 400 | I
‘Remove e - . P ]
Asdestos abstemant of foor e [] . . R '
~ew oot tie 00| 2518 X0 1.000 | ]
[L2ad 2wt acatement (NIC) of . R P
Fatching, eoanng, & reperung 12001t 120 1 440 1.440 |
Wirg SaTDON wall wi Joors 300|of 13% 12.'% 12,150 |
Sreeutex sarthon wad e <5 00 - T
Pnnng of "ew oarnttons of 100 . .
FoiiOw Wetai Doors e 300 00 1 600 1.600 1
Re-ouid SWBT storsge 2rea (disodced by MAI) 400\ of 25.00 10.000 10.000 !
- . |
- Mochanical: -
Cemantion (Mech) it . s - A
IA/C ductwornk . ouvers. § I-ea 1ot 420000 400 4.200 |
Cantel. Andover creuting and orogramming ot 6 000 00 - . i
P . - - |
Eleconcal: B
Remove Lans e 50 00 $ - .
Rermove Panes [ 500.00 H - . |
134" Sourescent gnt Aures wswsen 10(en 150.00 1,500 1.500
1*Ov QuOKEX emctncal outiets (] 100 0 - -
{Ext grts 1lea 300 00 00 300
iEmergency 'ghtng 2en 200.00 0 00
Eocncal canel and dresiery 1{em 4 000 00 4000 4.000
(Cage grounaing #€ strancec/insuiated & 2 'ug term. {[en 2.000 2.000 2.000
F're Ostechon mzovg and AU frestat o8 400 00 . .
Securny: .
Cardrescers lies 12000018 3&0 1.600
Magiocxs 1jem 40000 40 400
|Emergency et wicrssnoer & aiam tem 100000 ) 1.000
Staxr door Simpiax 0K dles 300 0 1200 1.200
|! Xey sot core and 1.O.'s ) 30000 - d
ANCOVEr COrtrom 1o ooorns e 13.000 00 - -
mﬂq 1 1 000 00 1000 1,000
(Fiber Optc Cabie Candut Pach: — ~ :
4° congut (Defween catie Yaut and cage) (] 48 00 26.100 28.100
F3l & x & 2ull Ixxx 1les 100000 1.000 1,000
Core & hows o8 300.00 . .
Fira-~med enciomuse for Ssthwey (] 00018 . .
Teiepnone Power Cable Path: - -
Coen hows in ooy & wails HC) 500.00 $ 1000 1.000
Provios cevang naants ) %00 : .
Fire-rated encromure for pethway W 200.00 - [ - -
Tr Cabie Pecix: — f -
Qoen howes in ficor § wasis 2es 500.00 $ 1000 . 1.000
Provide cewng reerts . 50.00 : =
F re-rated enclomse for pethway [ 200.00 - -
Constuction Suttotal: 1,000 1.000 [ § 77.100 79.890
Geners conchione [X1] 108 108 2,881 7584
Contraciors Overead and proft 0.04 a1 a 1103 3.08
Taxee 0.0823 o 3 2942 7.474
[CONSTRUGTION TOTALS 200 M08 -
CONSUALTANT FEES 11.200
4,800
B e e S T >
TOTAL DIRECT COSTS 110,100
CCRST_WGMT FEE 4,800
SW INEERING 9,05 $ 100|810 TTO0 |8 4.800
TOTAL LOACED COST § 160018 1800{8 427008 119.700
Propneary
Nt far use or & oateds S el T & il WOSh DETTARER.




NEW CONSTRUCTION Al T\MAT -PHYSICA ATION { SPECIFIC COSTS

ZOLLOCATOR Metro Accown Netowarts

Const. Detated Esumate

11/1398

ussmcno

Martie Richardson

ACNA F REQ 100 SF FLOCR irg
ILLDING m:z——-:.n worth Creaview Camrat Offcs
SLOG LOG COOE: TN N F’Wrxcmﬂ{

CHOAC 2s00%e2

STREET
PeONE  TIRINYY T mn

by CROER ¢ TSV STATE ~X <F LA a0t
Descripton of SPECIAC COSTS! |Quanoty [Units (Unnt 110G 110X 810M 1187C 3¢ 83C ‘Toesl (-
|G enernt: T ]
1Oust Parmmon [] 20 00 [] N
Remove Ceiling o 2 .
[Remcve Wails ] 000
Remave e 20.00
{Asoestos apatement of foor tie o -
L aw Ao 1@ [ H N
{ ead paut apatement (NIC) ] s 3 N N
Pmering, woainng, § recanting ] 1 20 s N N
Fii Wire cantion wall w soors 00| st 1350 4 080 4.0%0
Fdl Sheetrock Jenmon was [] 5% 00 - .
\Painting of "ew oantions sf 1 00 - o
'Fii Hollow Merm Doors & 800 00 .
|Clean & reoaur cage coor o 300 00 3 . .
Mechanscal: .
[Semauton Wech) it : s - .
A/C Juctwone changes. iouvers. & et ot 2.100.00 -
Cam-i Anoover sreuring and pt_ug__m =] 8 000.00 - .
L= - - .
Electneat:
[Remove Lgrts ea S 0 00 - -]
ReMmove Panes [ S00 00 . B
134" ‘ourescent KoMt Btures wwsen H) 150 00 300 300
140v QuOKEX SWECTNCH OuTeTS. 2les 10000 200 200
[Exx gnes - 300.00 . .
Ezergency oy O 300 00 : :
[Eectnca osnel and bresxeny ] 4 000.00 . -
ing 88 stranced/insuiated & 2 'ug tem 1les 2.900.00 2.000 2.000
Fire Cetechon rezorwng and AHU frescat - 400.00 - -
< . -
Securay: — ;
Carcrescers - 1 200.00 - .
‘MagIocKs o 400.00 - .
EMengency et wicrathbar & aam e 1 .
Naw ooor Simou ok ) 300.00 . .
1 Xevsst coreand tO's iles 300.00 300 300
ANOOVer CONMToM 10 GOoons e 1S 000.00 . N
s“‘ﬁ;m‘""“l 1 it 1000 00 1 000 1,000
Fiber Opoc Cabdle Condua Pazh: .
Z° 20NGUd [DEtween oul DOX and COHOCITOr's Cage) 40[0 Y 1 800 1.300
Fal € x € oud dex 3 1000 00 k - -
Core 4° hows ea 00 00 - .
Fre-rited enciosure for othwey " 200001 $ . .
| Tesephane Power Cable Path: _ .
Cpen hoies :n fAoor & weis - 500.00 $ - .
Provide cemng iNsens ] %00 - -
Fira~rgted enciosure for (i 200 .00 - $ . .
perway -
Transmisson Cable Peth: -
Coen holes m foor & wads C $00.00 $ . -
Provide cenng inserns o 30.00 - .
Fre-rateq enciosure fof patway (] .00 - -
r .
Construction Subtotal: 7.3%0 - . 3459
G enerat conotions 9.19 [7]] . - 1,018
Camnaors overnesd and oroft 0.04 319 . - 383
0.0823 742 . - 912
CONSTRucﬁON TOTALS 9,700 - - .
CCNSJLTANT FEES 0.12 1 - .
CBSERVA -
TOTAL DIRECT CO4TY 11,400 . .
CNST MGMT FEE 0.0% 500 - -
[SWBT ENGINEERING 0.0518 X0 (3 i3 -
TQTAL LOACED COST {$12¢4¢0818 - IS - [$
Progneary
Nat for use o oswge S St T [~ wifund WBEn DETTYSEOR.
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ONSTRUCTION DETAI TIMATE . PR LLRERFRA [ roTaL COSTS SPECIFIC § COMMO

COLLOCATOR: Metre Accoss Netowarks ACNA “wa EQ 100 SF FLocR! 18
BUILDING N :cn waorth CTestview Lantral Ofce
CATE 111398 8L0G LOC. CO0E: YO X P ACTICRAWAY
_—— CAOAC 2600102 STREET
nss COORD.: Maftie Richarceen PHONE TIZRETY T ﬁn on
NSS PROLECTIO. &8 TUWITRYT. . CROERe RETWE — — STATE po ) T

TN —_— .
sumv- sﬁ!cmc & couuou cos‘rs ‘ { | I 110C 110X uou' T 1377€ 456 1Tom P 0.
CORTRUSTON TOTALS I A N IR SR
CCNSULTANT FES3 01218 73001 100 300 100 100 4 300 12.700
LCBS:RVAYION 3.05 3300 l - 100 <00 100 1 300 $.400

Lo (SR FRSTIR e T S e R e e e T e L e e e PR R R PO -
TOTM. omec‘\' cosn 73 wo 600 | { uon 1400 | § 1.400 41.900 § § 124.100 |
CONST MGMT FEE 008($ 3300 - 100 100 | § 100 130018  $.400 1

1
SWBT ENG NEERING 005(S 330018 . $ 10018 W01 ‘00§ 130018 5,400 |
TOTAL LOACED COST $ 82700 ($ 800|3 29003 4600 % 15008 45500 [$ 134300 |
7
ragneary
Nal for vee & assde & [ 7 B¢ - RS WER OEFISEeA.




TAB G
ATTACHMENT
LETTER FROM VALU-LINE

OF KANSAS TO DOJ
MAY 8, 1997



5-p8-1997 4:32PM FROM VALU LINE TELCOM 316 343 9160 P.2

' P.O, BOX 972
l I I EMPORIA, KS, 64801
H -LINE o0 275707
1-800-279-7071
., FAX 316-343-9160

"The Telephone Company

« TELEPHONE EQUIPMENT » LOW COST LONG DISTANCE o CONSULTANT SERVICES « VOICE PROCESSING « VALU-800

May 8, 1997

Mr. Jonathan D. Lee

U.8. Department of Justice - Antitrust Division
Judiciary Center Building

555th Streel, NW

Washington, DC 20001

Dear Mr, Lee:
I am writing 10 follow up on our telephone conversations of May 6th and 7th.

Valu-Line of Kansas Inc. is a small interexchange carrier based in Emporia, Kansas. Valu-Line provides
long-distance, telephone and data equipment, data cabling systems, internet, and other telecom products
and services to customers throughout Kansas. In March of this year, Valu-Line also became a
Compctitive Local Service Provider. This currently is being implemented through a bundled ressle
agreement with Southwestern Bell Telephone.

Our experiences with Southwestern Bell in the area of local service have been, trying. We have had a
history of a very open and amiable relationship with Southwestern Bell as an interexchange carrier. Asa
CLEC, our relationship is not quite as open. The level of cooperation from Southwestern Bell has not

been what we envisioned. It has been quite a challenge to do business with Southwestern Bell under our
resale agreement.

Southwestern Bell Operational Support Systems (OSS) have proven to be a major challenge to understand,
implemnent,

When Valu-Line became certified in early March of 1997, we began the process of placing orders with
Southwestern Bell. We began the process with the understanding from our account representative,chief
ncgotiator and other SWB personnel, that each main billing telephone number would cost $25.00 to
convert to our service. When we actually began placing orders by fax, we were informed that the charge
was $25.00 per telephone number. The term order, as SWB now defined it, referred to their internal order
process. This meant a residential customer with 2 lines would cost $50.00 to convert. A business
customer with 2 lines in a hunt group and 1 non-hunting line, would cost $50.00 to convert,

During the peried of our negotiations with SWB (September 1996 to January 1997), we asked repeatedly
for information regarding mechanized systems that were in place or would be available in the future. The
only systems we were told about were Bill Plus and a product called CNA. At no time during our
negotiations or afier we began implementation processes, were we notified of any OSS systems. On the
day hat we began placing orders and became aware of the order cost issue, we asked our account
representative once again for some assistance. At about the same time, we became aware of a recently
filed resale and interconncction agreement between Sprint United Telephonc and Southwestern Bell that
did have a lower conversion charge in it. We obtained a copy of the contract and found that there was a



5-08-1997 4:33PM FROM vValLU LINE TELCOM 316 343 9160

charge of $5.00 per ordcr listed in the contract. The charge however, was only applicable if the
conversion was done in a mechanized manner. 1 advised our SWB account representative that we wished
to implement this same charge in our contract.

I also asked again for any information on mechanized systems that might be available.

In the next day or two we received a copy of the Southwestern Bell Operational Support Systems
Appendix (0SS). We read this appendix and found that there did appear to be systems we could use to
mitigate the conversion charges. We also became hopeful that these systems might improve efficiency of
the conversion process and speed up the conversions themselves. The cost for the scrvices however,
scemed very high,  Access to any of the systesns would require a monthly fee of $3,500.00. In addition, if
we choose to use dial up access, we would also be charged $316.00 per month per connection. If agreed to
vse dedicated access, we would have to provide a data circuit from our offices in Emporia, Kansas to SWB
in Dallas, Texas and would pay a monthly port charge of $1,580.00.

On Friday, Masch 7th of this ycar, Valu-Line had a conference call with our SWB account representative
and a Mr. Nathan Sparks of SWB, Wc were told Nathan could explain all of the OSS systems. Nathan
gave an overview of each service as it was listed in the OSS. He then explained that if we wished 1o
implement any of these services, we would be subject to the monthly charges. We would also be required
10 travel to Dallas, Texas for training. Further, we were advised the training would be a chargeable item.
REASE and BEASE training would cost $3,650.00 per class for up to five people (total $7,300.00), plus
our expenscs. Toolbar training would be $810.00 for up to five people. This was not stated in our OSS
appendix.

We began discussing the more technical issues rcgarding this system and after some time, Nathan advised
us that more information would be available to us only after we signed the appendix. We advised we felt
the need to implement OSS was critical to our operation.

We felt we were being pressured into signing the document so that we could learn more about OSS
however, we signed the appendix on March 10, 1997 and sent it to SWB.

We determined that training for REASE came first and we were told it would take 4 days. We asked if
therc was anywhere we could actually see the systems up and running and were informed we could have a
“hands on” demno in St. Louis. On Thursday, April 3rd, we viewed the demo in St. Louis. REASE was
first. We found that the demo we werc 10 sce was actually working on the SWB in house network and not
on the remote network set up for LSP use. We got approximately a 10 minute demo of the system, The
screen refresh seemed to be very slow. After about 10 minyics, the system went down. We took a break
50 SWB could make some changes and show us BEASE. We viewed BEASE and found it too was slow,
but seemed a little more uscr friendly. It became apparent and was even mentioned by SWB, that REASE
and BEASE were order catry systems, They were of little use for pre-order. Prc-order would be addressed
by the Toolbar. The Toolbar and all of its functions were demonstrated as was Bill Plus, It was apparent
the Toolbar did provide some limited help for pre-order but only for a new account. The system would be
of little use for conversion. - We asked how we would view a customer converting to our service so that we
could convert them “as is” and see all of their lines and services. We were told that was not available
unless you knew all of the mumbers and went into the EASE systems to do a disconnect order. We were
also informed all conversions would counsist of a disconncct and a new order. There was no such thing as
a “conversion” order. When we were shown Bill Plus, we asked why USOCs were not included in the
format. We were t0ld this might be available in a future version, but was not currently a part of Bill Plus,
We asked how we might then get USOCs for audit purposes and were told thcy were not available at this
timc. At the compiction of the demo, Jackie Richardson of SWB, asked me if 1 undcrstood that REASE
and Toolbar would function on a dial-up basis, but that BEASE would most likely not. 1 advised her that I

had picked up on this and that we would be working to get a dedicated circuit installed as soon as
possible.
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The following week, our Director of Operations Mary Bush, and several of her staff traveled to Dallas for
training. The REASE systcmn was found 1o not be very “user freindly”. On Thursday, the trainer said they
had picked up the information very well and should have no problems upon return. During the week our
staff was in Dallas, Valu-Line installed four computers and established dial up service with SWB. Upon
return, Monday April 14th., it was found that the screens and information we were accessing were not the
same¢ oncs we had been trained on. 1t appearcd that somehow the sysiem was not the same one we had
been trained on. We immediately called our account representative and other SWB personnel. For the
next several days, we struggled a system that did not work the system. SWB made some changes to the
system and finally late in the week sent our account representative and another person, familiar with
REASE, to assist in re-training us on the system we now had. SWB did finally agree to take our orders by
fax and charge the lower rate for them until the problems could be fixed.

Over the next 10 days, many of the problems were fixed. On April 28th, our tcam returned to Dallas for
BEASE training and Toolbar training, The system (BEASE), proved to be very complex and there were

many questions. SWB policy personnel did atiend parts of the class but seemed to have more questions
than answers themselves,

Toolbar training took only about a day and it was proven that whilc some parts of it did work, it would be
of little practical use to us.

During this week Valu-Line worked with SWB to ipstall a 56k data circuit between our locations. It was
apparent very carly on, the people involved on the SWB end had never attempred this before. They did
however, work hard for us. By Thursday morning, we had a functional ¢ircuit. At that time, a
representitive from SWB came on site to load BEASE software on our computers. W¢ were told we would
need OS2 for this function and we purchased the latest version. We were then told that BEASE had not
been tried on this version. We ordered an earlier version. When Allan arrived, he advised we still did not

have what we needed. He was able to use the newer software and download some additiona) sofiware to
make the system work,

During the BEASE training in Dallas, it was agreed by Valu-Line and SWB that a SWB employee,
familiar with BEASE, and a Toolbar ¢xpert would be on site at Valu-Line the foilowing Monday, May
Sth, to assist with implementation. Edward Votoupat and Irma Goodwin of SWB were on site Monday, as
planned. Ed went over the Toolbar with Valu-Line and we found several programs in the Toolbar that
would not function correctly. Ed is continuing to work on these problems. Ed also ¢larified a long-term
(scveral months) problem. Valu-Line had been told numerous times that we could view our bills
electronically using CNA or the Toolbar, We could never find this function. Ed was able to determine
that the feature we were asking for was actually in a product called Customer Network Administration and
not in the “Toolbar" program. It should be noted that in our OSS appendix, there is no mention of the

Toolbar applications, but there is a reference to CNA. Ed obtained a copy of CNA, loaded it, found
problems, and corrected them for us.

In summary, our experiences bave been challenging. We do believe that Southwestern Bell could and
should be much more proactive in working with companies such as ourselves to develop methods and
systems to makc Local Scrvice Resale work. While some of the systems do function, it is obvious that we
do not have the same access to information and systems that SWB provides 10 their own people. The
EASE systems appear 0 have been “modified” to provide less information to us than is available to their
business offices. Further, we have no acoess to SORD which SWB does have open access to, The SORD
system appears to have all of the information in it for us to accomplish pre-order functions for conversion.
The fact that we must place a disconnect order for cach conversion, shows that the systems needed by
LSP’s, have not been thoroughly thought out and developed by SWB. It certainly appears to me there has
been little input, if any input, from LSP’s as to what we need from SWB.
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Y am enclosing my comments to the Affidavit of Elizabeth A. Ham filed by SBC Communications with

the FCC for your review. If you, or anyonc elsc at the Department of Justice or FCC, desire more
information, please feel free to give me a call.

Sincerely.

/Z/?M

Rick Tidwell
President
Valu-Line of Kansas Inc.
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COMMENTS BY VALU-LINE OF KANSAS INC. TO
ELIZABETH A. HAM FCC AFFIDAVIT
MAY 8, 1997

1~ No Comment
2- No Comment
3. No Comment
4- No comument
5- From the information we have reccived it appears that Valu-Line does not have the same access 10 pre-
ordering, ordering, provisioning, maintenance, repair and billing as Southwestern Bell provides to itself,
This is apparent from hands on usc of the systems provided to us and from numerous conversations with
Southwestern Bell employees.
6- No Comment
7- Valu-Line requested to enter ncgotiations on September 27, 1996. Our contract was signed January 17,
1997. During this time we had oo conversations with anyone at Southwestern Bell concerning the nature
or cxtent of the development of electronic interfaces.
8-While it appears much has been spent on OSS it appears that the systems developed are not completely
appropnatc for CLECs. The conversion of existing lines is simply not addressed with the existing systems.
9- CLECs do pay to use OSS. Monthly costs in Kansas arc: $3,500.00 per month

$1,580 .00 per month per data circuit

$ 316.00 per month per dial up connection
In addition CLECS must pay SWB for training on the SWB systems before the systems can be put into
use.
10- The RAF is now in use by Valu-Linc and appears to operate relatively well.
11- The costs to Valu-Line are listed in 9 above. In addition the cost for. training on BEASE or REASE is
$3,650 per class for up to five students. For the Toolbar training the cost is $810.00 for up to five studcnts.
Training is donc only in Dallas Texas. Rates for other classes are not known.
12- No Comment
13- No Comment
14- The LSPSC and Help Desk are both in place and working. The LSPSC is trying hard to help us
process orders, The problem is they cannot answer many of the questions regarding conversion of complex
services. In many cases we have waited weeks for answers to questions regarding the ordering or
conversion of specific services. The help desk is also trying but they are only a clearing house. They do
not answer many if any questions themselves. They take our information and try 1o direct it to the
appropriate area of the company. In most cases we get referred back to our SWB accoumt manager. Many
of the peoplc in SWB appear unwilling to talk with us unless our SWB account manager is directly
involved. This becomes a major problem as our SWB account manager has more than 15 CLEC accounts.
Further, many of the questions cannot be answered without the SWB “policy” group being involved, This
process takes days or weeks.
15-See 14
16- See 14
17- See 14
18- No Comment
19- No Comment

20- No sysiem that we have used or been shown provides complete and accurate information about the
account which a CLEC wishes to convert. The only pre-order systems we have found are in the Toolbar
applications and thcy appcear to only apply to new orders not to conversions.

21- No Comment

22- By Southwestern Bells own admission the EASE systems are not pre order systems. They are order
entry sysicms, They are also not set up for conversions but oply for new orders. Both systems arc slow and
go down several times a week (in onc day the an EASE system went down scveral times. We were told
this affected not only us but Southwestern Bell reps. as well).
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23-Verigate docs provide the information stated but, this information is incomplete and useless for most
conversion orders. It inight be of some limited use when ordmng a New $ervice.

24- DataGate is not used by Valu-Line at this time.

25- No Comment

26- No Comment

27- Both REASE and BEASE are in usc by Valu-Line. EDI is not currently used. LEX is not yet
available. We have asked for more information on it but 1o date have not received it. We also asked if we
could discuss being involved in any beta testing of the LEX system. To date we have reccived no reply.
We have been told that LEX should be available sometime this year.

28-Ease comes in two flavors REASE for residential scrviee and BEASE for busincss service. REASE is
simple a terminal emulation and will operate under many environments. BEASE does involve some
software on the CLEC workstation and operates under the OS2 operating systcm. Both systems are slow.
Understand that they are no slowcr on our site than at Southwestern Bells own sites. The systems simply
scem to bog down during periods of heavy use. The systems have gone down at least once a week for a
period of time since we started using them. Since May 5 the system has gone down 5 times and has run
extremely slow 3 other times. No pricing of products is available on either system. We have been told by
SWB that pricing is proprietary, Docs this hold true even when we are assuming liability for the service?
In many cases SWB reps. must go into the SORD system to further process our orders after we input them
as things must be done to the orders that we are not allowed 1o do. One example is that the REASE system
will not allow two lines to hunt, In this case we must enter the order and then call the LSPSC group and
advisc them of the order so that they can add the hunting. Both systems are very labor intensive and
requirc us to enter a disconnect order and a new service order 10 convert a customer. This causes several
problems, First it is very labor intensive, second the posting process of the order is disrupted and the
orders do not post in SWB systems properly, third in some cases the customer actually gets their service
disconnected !

Finally, SWB has a form letter that is generated each time there is a disconnect. Thesc letters are going
out to our customers and the customer is confused as they are led to believe that they will lose their dial
tone (of course in some cases they have!),

We have asked many times no about the daily feed of service order information. To this date we have not
received amry answers as to how we can get this feed started.

29- Not uscd by Valu-Line

30- Not used by Valu-Line

31- No Comment

32- LEX sounds good. We wish it were availablc now. From the information we have received from SWB
second quarter 1997 sounds very optimistic.

33- Edward Votoupal of SWB spent May Sth through May 7th. in the Valu-Line offices. Ed explain the
Toolbar applications 10 us all. Order Status could never be demonstrated completely, The system is not
rewrning information. The system will not return posted orders. Since December of 1996 we have been
told that we could view our bill over CNA, we were later told that CNA and the Toolbar were the same
thing. We have had the Toolbar loaded and usable for at least 4 weeks. When Ed arrived we asked him to
assist us in viewing our bill, Ed informed us that we needed CNA to do this. We explained to him how our
SWB account rep and other contacts have told us the Toolbar was the same thing and that it should work
for this. Ed called his office and got us a copy of CNA. He then loaded it and demonstrated that CNA and
the Toolbar are NOT thie same thing and was able to set us up to view our bill using CNA. This is just an
example of the miscommunication taking place between CLECS and SWB as well as within SWB itself
on many of these OSS issues.

34- This information is correct however The charge for these is $25.00 per order instead of $5.00 per
order.

35-This information is correct. It is however, unacceptable. As an interexchange carrier we place
clectronic orders through the BDS Telis, These orders are as “complex” as orders can get. There is no
reason Southwestern Bell cannot allow complex orders to be placed electronically. It should also be noted
that under our present contract these complex orders are billed to us at $125.00 per order, not $25.00.
36-Maintenance and repair has so far worked relatively well. This is mainly due to the fact that we have
had very littic nced for it. Other than customers loosing dial-lonc on conversion trouble has been minimal.
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37-Trouble Administration does work. The MLT tests do not always go through. I am told that this is the
case even when SWB initiates the test and is just the way the systems function.
38- No Comment '

39-Some of these items we do not believe were offered to us..
40- Billing has been an experience. We have yet to receive bill that is close 1o accurate. We elected to use
SWB Bill Plus to receive our bill. The bill must be audited by hand, linc by line. There are no USOCs on
the bill so we must manuvally match up each charge. We have been billed taxes for which we are exempt.
We have been billed for tnstallation charges on conversion orders, We have been billed different charges
for the same items. .
And have been assessed Kansas Universal Service Fund fees for which we arc exempt. Billing must get
beuter quickly, USOCS must be provided and taxing problems cleared up. Bill Plus may be a good start but
an upgrade is necessary to provide us with the needed information. the biggest problem though is in
getting the other systems to process the orders correctly so that the bill will be accurate.

41- When we talked to SWB in Decemnber of 1996 they suggested that we not use EDI as it was too
ovolved and we would have 10 go through a clearing house 1o receive our bill. We took their advice but to
this day do not understand the “clearing house” issue. We believe we may have been mis-informed.

42- We were never advised that we could receive our bill in a CABs database. This affidavit is the first we
have heard of this. W¢ would be very interested in this as an option.
43- Wc now have CNA, 1t took many months to get it. It does appear to function but is NOT a part of the
Toolbar. It should be noted that CNA and the Toolbar are not the same. CNA is listed in our OSS
- appexdix. The toolbar is not.

44-We have asked repeatedly abut this service and can get no answers from SWB on how 1o set this up. Is

st available or not?

45-Valu-Line is now using several of the systems.

46- As a small company we do not consider the costs for training $3,650 for four days for 5 peoplc) to be

nominal. ‘

47- No Comment

48- No conment

49- As stated before the systems are slow.

50- The information is correct but the systems do not support conversions. We do NOT have the same
access o the systems that SWB does.

51- No Comment

52- No Comment

33- No Comment
" 34~ No Comment

55- No Commem

56- No comment

57-No Comment

58- No Comment
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59- Currently SWBT clearly docs not provide the same access to their systems for CLECs as they do to
themselves, Further as A CLEC Valu-Line is being required to enter end user inforruation into SWB
sysicms for SWB usc, We arc already seeing telemarketing of our customer base by SWB. Where could
they get this information? We have one customer that has been called four times in one week. She asked
1o be taken off the companies list. The calls continued. While we must allow competition we do not
belicve we should be required to build the databasc for Southwestern Bell Marketing. the week of May 1st
1 reccived a call at my homgc on my second line which is unlisted. The call caller advised me that they
were calling for Southwestern Bell Telephone and would like 1o ask me some questions regarding the
reasons that we chose another company to provide my local service ( 1 converted my lines to Valu-Line
several weeks ago) I asked how they got my number and they said they were provided by Southwestern
Bell. The caller identified hesself as working for Merrit Market Research. | was further told that Genette
Burke was thc manager at this firm, I agreed to answer several questions for the caller and then asked for
a numbet for Ms. Burke and received the number (501/373-4800). 1 contacted Ms. Burke the next day.
She reported that they did do market research for SWB, Her contact at Southwestern Bell was Don Merek.
I have called Don at 314/235-2018 and exchanged voice-mail but have not yet talked regarding this
matter. It appears from this instance and others similar that Southwestern Bell is already using CPNI to its
own advantage for marketing purposes.

60-No Comment

The information contained in these comments is true and correct to the best of my knowledge and belief.

Richard Lee Tidwell

Valu-Line of Kansas Inc.
1420 C. of E. Drive
Emporia KS 66801
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